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existing pieces of property and it might happen that the
dealers from whom the government authorities bought did not
replace them. In this case the government expenditures would
not be engaged in purchasing current services of productive
resources and so would not generate any social income. This
sort of difficulty is, however, not quantitatively important.
In general the purchase by government authorities of ordinary
commodities — income goods — may be taken to entail and
in effect to constitute an equivalent purchase of the services
of productive resources that make them.
§ 3. A more serious awkwardness arises out of the fact
that some transfer expenditures made by government authori-
ties consist in payments to foreigners; directly in respect of
interest and sinking fund on foreign-held debt and indirectly
in respect of the subsidies on such part of subsidised home-
produced goods as happens to be exported. This external
transfer expenditure differs in important respects from internal
transfer expenditure. Its implications are more like those
of non-transfer expenditure. Were government authorities to
make these foreign payments in kind by purchasing home
produce and sending it abroad to meet foreign interest claims,
the government payment would actually be non-transfer ex-
penditure. There is, therefore, much to be said for calling
these government expenditures non-transfer, or at all events
for classing them along with internal non-transfer and not
with internal transfer expenditures, I shall regard them as a
special type of non-transfer expenditure.
§ 4. In the light of the above, it is natural to suppose,
subject to minor qualifications, that non-transfer expenditures,
since they entail a using-up of productive revsources in govern-
ment service, impose a corresponding restriction on the use
of productive resources by the citizens of the country in
private service, but that transfer expenditures, while altering
the distribution of resources for private service, leave the
sum-total of them intact. This, however, is not correct.
§ 5. It would not be correct even if the collection and
expenditure of moneys by government authorities had no
effect on the extent to which productive resources find em-
ployment. The reason is that a substantial part of non-transfer
, government expenditure is devoted to providing services such
as protection against robbery and personal violence, educa-

